Humboldt Bay Harbor, Recreation & Conservation District
601 Startare Dr., Woodley Island
Eureka, CA 95501

August 25, 2008

Re: TranSystems Draft Redwood Marine Terminal Business Plan and Goldman Sachs
Negotiations — Permitted Uses of District Territory.

Dear HBHRCD Commissioners,

Article 2 of the California Harbors & Navigation Code, Appendix II, the HBHRCD enabling
legislation passed by the California State Legislature in 1970, specifies "Powers and Duties of the
Board and of the District". Furthermore, section #24 (a-g) details “Permitted uses of district
territory; Application procedure”, which includes the following:

24(a) No individual, agency, association or corporation, including the district itself, now
subject, or which hereafter may become subject, to the jurisdiction of the district shall be
granted any permit, lease, franchise, right or privilege without the board having first
found, after consideration of the impact of the proposed use upon air, water, land,
environment and ecology of the lands under jurisdiction of the district, that such proposed
uses are necessary to promote the safety, health, comfort and convenience of the public,
and that they are required by the public convenience and necessity, and that such
proposed uses will not have any substantial adverse environmental or ecological effect.

24(b) Every applicant shall be required to present satisfactory proof that the proposed use
will not have any substantial adverse environmental or ecological effect.

24(g) The board shall find, as required by subdivision (a), that a proposed permit, 1ease,
franchise, right or privilege is required by the public convenience and necessity only if it
finds that the proposed use is (1) reasonably required to promote area growth and to meet
area demands, and does not adversely effect the environment or ecology of the area to
any substantial degree, and (2) will not produce an unreasonable burden on the natural
resources and aesthetics of the area, on the public health and safety and air and water
quality in the vicinity, or on parks, recreational and scenic areas, historic sites and
buildings, or archeological sites in the area.

Clearly the above section of the HBHRCD enabling legislation precludes signing any

contract with Goldman Sachs prior to complying with all of the conditions of Article 2 of
the California Harbors & Navigation Code, Appendix IL.

In addition, it is highly unlikely the RMT Project as currently proposed in the TranSystemss
Business Plan can meet the threshold established by the State legislature in 1970, whose intent

was clear. Moving forward as is will unnecessarily expose the District to lawsuits based orn
Article 2.

[ would advise the HBHRCD Commiissioners to discontinue negotiations with Goldman Sachs
immediately and instead give serious consideration to alternate projects for the RMT site that
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comply with the District’s enabling legislation, can be feasibly financed, have more predictable
chances of success, better fit the character of Humboldt County, and complement the other
existing and planned developments around Humboldt Bay.

Sincerely,

David M. Spreen
PO Box 113
Kneeland, CA 95549
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August 25, 2008

Re: TranSystems Draft Redwood Marine Terminal Business Plan — Revenue Bonds

Dear HBHRCD Comimissioners,

Copied below is Article 4, Revenue Bonds, of the "HBHRCD ACT", California Harbors &
Navigation Code, Appendix II, the enabling legislation passed by the State in 1970. Please note
that without voter approval (election), the District is limited to $2 million in the aggregate and the
action requires a "referendum of the board" and "the referendum must be signed by voters of

the district equal in number to at least 5 percent of the entire vote cast within the district for all
candidates for Governor in the last gubernatorial election”.

In 1996, California State Legislator Dan Hauser tried to push through AB 2013, which would
have authorized an increase from $2 million to $25 million for the cap on HBHRCD revenue
bonds without voter approval (election). My research further shows that the House version of AB
2013 authorized bonds for any purpose, whereas the Senate version limited use to "maritime
industrial or transportation purposes". No compromise was worked out and the bill died in the
Senate inactive file in Nov. 1996 (source: http://info.sen.ca.cov/cgi-
bin/postquery?bill_number=ab_2013&sess=9596&house=B &site=sen).

You may be interested to know that in 2003, State Legislators Patti Berg and Wesley Chesbro
coauthored AB 878, which was passed and authorizizes limited obligation notes up to $10 million

with a 4/5 vote of the HBHRCD Board and other restrictions that may make their use unsuitable
for the RMT Project.

Bottom line: the HBHRCD currently has no authority to issue more than $2 million in Revenue
Bonds without voter approval.

Again, I would urge the HBHRCD Commissioners give serious consideration to alternate niche
projects for the RMT site that can be feasibly financed, have more predictable chances of success,
better fit the character of Humboldt County, and complement the other existing and planned
developments around Humboldt Bay.

Sincerely,

David M. Spreen
PO Box 113
Kneeland, CA 95549



ARTICLE 4

Bevenue Bonds
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